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DOCKET NO. 05-0069 
HAWAII SOLAR ENERGY ASSOCIATION'S 

RESPONSES TO INFORMATION REQUESTS ON 
HSEA'S FINAL STATEMENTS OF POSITION 

HECOIHSEA-FSOP-IR- 101 Ref HSEA FSOP, page 6. "Load management, tank and 

timer, and high efficiency electric heater options, while 

important capacity deferral mechanisms, do not save kwh, 

and might accurately be considered load building measures 

if not converted in large numbers to solar water heating at 

some point in the future." 

a. Does the HSEA agree that high efficiency electric 

water heaters and above-standard efficiency water heaters 

required for participation in the tank and timer program do 

save energy (kwh) and coincident demand (kW) over and 

above standard efficiency water heaters? If no, please 

explain. 

b. Would HSEA agree that some segments of the 

residential market segment face additional hurdles when 

trying to include solar water heater measures into their 

homes, (i.e., multifamily such as townhomes and 

condominiums, and the low income market segment)? 



HSEA RESPONSE 

a. HSEA agrees that there are energy savings, but they 

are nominal. Pursuant to HECO's RNC program 

requirements, for an 80 gallon water heater to be 

considered "high efficiency" (80 gallon heaters are required 

for the tank and timer program) it must have an "energy 

factor, or EF" of no less than .88. A "standard" 80 gallon 

water heater typically has an EF of 36 .  Based upon 

Oahu's average groundwater temperature, a temperature 

rise of 55", an average daily load of 64 gallons, and current 

(July, 2006) residential electric rates, the "high efficiency" 

electric heater will "save" homeowners 6.79 kWh, or a 

scant $1.36 a month (Compare these nominal energy 

savings with the average Oahu solar system at $187.5 kWh, 

or $37.33 a month). 

HECO pays the participating homeowner $60.00 a 

year for annualized energy savings of 8 1.5 kWh, or 

$16.32 in actual dollar savings. The incremental cost of the 

high efficiency heater to the homeowner is approximately 

$55 - 60 more than the "standard heater". This 

incremental cost is recouped in year one through monthly 

billing credits, although the billing credit itself extends 

indefinitely. 



HSEA does not dispute that the tank and timer 

option provides capacity deferral benefits. A properly 

designed and functioning solar system can provide 

equivalent capacity benefits. The HSEA7s concern is 

simply this: once an electric heater is installed in new 

construction it tends to stay installed. Over the past nine 

years only 18% of the homeowner's that have installed 

either the high efficiency electric heater or the tank and 

timer option have subsequently converted to solar. When 

compared with the benefits of solar water heating systems, 

electric water heaters are "high efficiency" in name only. 

They save very little energy, but they do provide capacity 

benefits when installed with a "lock out" timer. All the 

evidence indicates that when such heaters are installed in 

new construction they add load to the system (both off peak 

and on) and impede the installation of solar water heaters 

going forward. 

b. Changes in Hawaii's solar rights law (HRS 196-7, as 

amendedbyH.B. 1017, H.D. 3, S.D. 2, C.D. 1, Hawaii 

State Legislature, 2005) have eliminated the major 

impediments to the installation of solar water heating 

systems in all single family detached residences and 

townhouses. Apartments and condos are another matter. 



HECO approved high efficiency water heaters installed in 

these retrofit applications provide nominal capacity benefits, 

i.e. the heaters are installed without a "lock-out" timer, and 

the heating element(s) will likely be on during the system 

peak. Per the assessment above, the energy savings also 

will be minimal. Customer equity considerations may 

warrant rebates for this tier of customers despite the 

minimal savings. 

Ref: HSEA FSOP, pane 12. "1) We propose the immediate 

establishment of a joint industry - utility working 

committee." 

a. What does the HSEA envision the purpose of this 

committee would be? 

b. Would its decision be binding on the solar industry, 

the utility DSM program, and/or any third party DSM 

program? 

c. How would its decisions be enforced? 

HSEA RESPONSE: 

a. Please see our FSOP at pages 12 -1 3. 

b. HSEA has recommended that the committee's 

decisions and rulings would be made by consensus. We 

therefore envision that its deliberations would be binding 

on the parties. 



c. At this time we anticipate that the decisions and 

rulings would find there way into the basic REWH and 

RNC governing program documents, the standards and 

specifications, and the participating contractor contract 

agreement with the company. 

Ref Load Management Programs 

Does HSEA support utility administration of load 

management programs? 

HSEA RESPONSE: 

Yes, but with a large caveat reflecting our 

continuing unease with portions of the RNC program. 

Whatever the original RNC goals and objectives, the RNC 

tank and timer and high efficiency electric heater programs 

are building load, both on and off peak. This comes in the 

context of shrinking severe reserve margins and our aging 

generation infrastructure. 

The comparison of high efficiency electric heaters 

with standard water heaters is inappropriate. Both of these 

water heaters consume an enormous amount of energy in 

the process of heating water, whether on or off peak. 

Residential electric waters of all types drive the evening 

peak load . In the context of this docket, HSEA believes 

the proper metric is to compare the energy and capacity 



benefits of any electric water heater with those provided by 

solar water heaters. 

HSEA believes that while HECO is entitled to a fair 

rate of return on capital, they are not entitled to load growth. 

Given that there have been relatively few conversions from 

the high efficiency electric heater option (Only 10% of 

3,902 heaters installed have converted to solar. These 

electric heaters provide only nominal capacity benefits) to 

solar during the nine year program history, HSEA is very 

concerned that crediting customers $3.00 a month to "lock 

out" the heating element(s) in times of system crisis simply 

sends the wrong message. Electric water heaters, high 

efficiency, standard or whatever, drive peak load on Oahu; 

electric water heaters per se are the problem. Electric water 

heaters are energy hogs on or off peak. 

The RNC program provides incentives for the 

installation of electric water heaters that consume far more 

energy than any other household appliance while impacting 

the generation infrastructure and peak load (non-timer 

installations). The Energy Scout program provides 

customer incentives to "lock out" many of these same 

heaters during system crises that may have been averted if 

the heaters were not installed in the first place. 



This is bizarre logic indeed. The HSEA opposes 

DSM incentives and rebates that build load and require 

load management at the same time. HSEA is fully 

cognizant that the Company faces a severe reserve margin 

shortfall and that load management represents a key near- 

term resource, but aspects of the RNC program as presently 

constituted contribute to the very problem load 

management is designed to address. The RNC program 

needs realignment. 



TGC-All-FSOP IR- 1 Ref.: Issue 1 Whether energy efficiency goals should be 
established and if so, what the goals should be for the State. 

The various types of energy sources each have their 

own set of attributes, usually both positive and negative, in 

contributing to the state's overall energy picture. 

a. Should increasing the diversity of energy 

sources/alternatives be included as part of any energy 

efficiency goals? Please explain why or why not. 

b. Should the process of identifying energy efficiency 

goals take into consideration the different scenarios, e.g., 

natural disasters, shipping disruptions, local refinery 

problems, etc., under which energy is, and will be, needed? 

Please explain why or why not. 

c. For each energy goal to be identifiedladopted, 

should the definition of "efficiency" and the methodology 

adopted to quantify such "efficiency" differ? If "yes", how 

doeslwill each goal account for such difference, and, if 

"no", what is the common definition of and methodology to 

be used to define and quantify each goal's efficiency? 

HSEA RESPONSES: 

a. Yes, to the extent that such resource "diversity" 

results from increased end-use energy efficiency measures. 



b. It is the HSEA7s position that the diversification of 

our primary energy resources must conform with the 

Hawaii State Planning Act (HRS 226-14), the Hawaii State 

Environmental Policy Act (HRS Chapter 334), and other 

generally accepted State of Hawaii policy goals and 

objectives (e.g. DBEDT, Hawaii Energy Strategy 

Executive Summary and Report, October 1995). Fuel 

diversity, for example, that significantly degrades the 

environment, i.e. using more coal and less oil, is a false 

choice that does not serve Hawaii's long-term energy 

interests (availability, cost, and national security concerns 

could, however, lead Hawaii and other states toward coal in 

the near term). 

Resource diversity that provides import substitution 

benefits, reduces pollution and greenhouse gas emissions, 

enhances energy security, reduces risk from unpredictable 

exogenous shocks that affect the price of oil (and thus the 

price of naphtha, propane and diesel fuel), and provide a 

predictable cost of energy going forward is a very good 

thing. Fortunately, Hawaii has abundant renewable 

generation, displacement and biofuel options that will allow 

us to meet our statutory obligations if pursued with vigor 

and implemented to the fullest extent practical. 



C. Please see our response to (b.) above. 



HREA-HSEA-IR- I. On page 8, regarding energy efficiency portfolio 

standards, does HSEA believe a l%/year energy demand 

(kwh) reduction based on the previous year's electricity 

sales is an appropriate energy efficiency portfolio standard? 

Note: this assumes that renewable displacement 

technologies continue to be part of RPS. 

On page 9, regarding possible third party 

implementation of DSM, HREA understands that HSEA is 

concerned about potential negative consequences of 

transitioning from a utility-led program to a third party-led 

program. Assuming a third party was selected to administer 

DSM programs, and a transition period was set up for a 

three to six month period ending at the end of the calendar 

year, would HSEA still have concerns? For example, the 

third party would put its infrastructure in place and initiate 

its activity in January, which historically is a slow period 

for the solar industry in Hawaii. 

On page 10, regarding reasonable incentives to the 

utility for implementation of DSM, would HSEA support 

an incentive structure based on performance, e.g., the 

number of the systems installed, or on the installed value of 

the systems, or on the value of the energy saved and/or 



HSEA RESPONSES: 

capacity values deferred? If so, does HSEA have any 

specific recommendations? 

On page 14, regarding how DSM might be more 

cost-effective in Hawaii, would HSEA agree that the best 

way to reduce administrative costs would be to 

competitively bid out DSMs? If not, why not? 

On page 16, as an alternative to energy efficiency 

portfolio standards, HREA has suggested a broader DSM 

portfolio standard (DPS). DPS would include energy 

efficiency, conservation, renewable displacement 

technologies, such as solar hot water (SHW), and other 

customer-sited renewables, such as PV and wind, and load 

management technologies. Could HSEA support this 

approach where, effectively, DSM renewables would be 

counted towards the DPS, instead of the RPS? 

1. HSEA believes that 1 % would be an acceptable 

energy efficiency standard, assuming that displacement 

renewables remain within the RPS. 

2. HSEA would have continuing concerns. We do not 

believe that it has been conclusively demonstrated in our 

discussions to date that third-party implementation of all 

DSM programs is either sensible or warranted. 



3. HSEA supports a performance based incentive 

structure or shared savings mechanism with an agreed upon 

compensation cap. 

4. Competitive bidding - whether in the real world of 

goods and services or DSM programs - does not ipso facto 

always lead to the desired result. Witness the number of 

attorneys practicing construction litigation and tidying up 

after the "lowest responsible bidder". HSEA reiterates its 

position that the benefits of third-party administration of all 

DSM programs have not been sufficiently demonstrated 

regardless of the procurement process. 

5. HSEA believes that HREA's suggestion has merit. 

RPS continues to have definitional problems, e.g. what 

constitutes a "renewable" energy resource. If something as 

basic as the definition of "renewable" remains 

controversial, the last thing we need at the conclusion of 

this docket is additional controversy over what constitutes 

efficiency (or DS1\/1) and what specific measures should be 

included (or excluded) in the standard, if there is to be one. 

An inclusive DSM standard may be the correct approach. 

HSEA is open to further discussion of this concept. 



Ref HSEA Final SOP, paces 4 and 5. 

In its Final SOP, HSEA states, in relevant part: 

presents a number of licensed contractors with 

extensive statewide DSM program experience. In 

the context of the Energy Efficiency Docket our 

membership is most concerned about practical 

program issues such as appropriate rebate and 

incentive levels, the effectiveness of program 

marketing and promotion, paperwork and process 

simplification, timely inspections, fair and 

reasonable technical specifications, unbiased 

grievance resolution, and other basic program 

design and implementation issues that impact their 

businesses on a daily basis. A small minority of 

members have expressed concerns regarding 

potential anti-competitive practices raised by these 

"voluntary" DSh4 programs and other perceived 

market distortions caused by the utility's presence 

within our industry. 

HSEA was present during the discussions relating 

to KIUC at the May 11,2006 settlement meeting. In 



connection with the above, the following summarizes 

KIUC7s understanding of the consensus reached by the 

parties/participants present at the May 1 1,2006 settlement 

meeting, including HSEA, on four of the five issues 

established for this proceeding as they pertain to KIUC, 

together with some background on each issue: 

Docket Issue No. 2: What market structure(s) is the most 

appropriate for providing these or other DSM programs 

(e.g., utility-only, utility in competition with non-utility 

providers, non-utility providers)? 

Consensus: As it pertains to KIUC, an electric cooperative 

essentially owned by its customers, there should be no 

change to the market structure by which KIUC currently 

develops and administers its DSM programs, provided that, 

as recommended by HREA and agreed upon by KIUC, 

KIUC hire a DSM consultant and/or consult with a third 

party or fund administrator if and when appropriate. 

Background: 

o Under the current structure, KIUC, at its discretion, either 

conducts its own DSM/energy services programs or 

contracts it out to a third party as appropriate. During the 

meeting, KIUC stated that this structure best supports the 



cooperative model, whereby DSM could be integrated with 

other energy services offerings. 

o KIUC also noted that it strives to provide a level of service 

to its members even higher than that allowed or established 

by the current DSM evaluation criteria, and as such, KIUC 

is currently implementing programs that go beyond simple 

cost effectiveness. Examples given were: (1) KIUC's 

current appliance rebate program, whereby KIUC pays a 

rebate to any member that purchases a qualifying energy 

efficient appliance, and (2) KIUC's current solar rebate and 

loan program whereby KIUC either pays rebates or 

provides (through third-party lending institutions) no- 

interest loans for the installation of solar water heating 

systems. In both examples, KIUC does not screen for cost 

effectiveness and the programs are funded by the program 

budget approved by KIUC's Board of Directors (who are 

elected directly by KIUC's customer/members to represent 

their interests). 

o KIUC also noted that the direct install DSM programs 

offered by KIUC during the past 7 years have significantly 

penetrated the residential markets. As a result, the current 

remaining markets may be too small to overcome the fixed 

cost associated with a full-scale DSM-type program. KIUC 



stated that they believe that these small markets can best be 

served with energy efficiency programs that combine DSM 

programs with other energy service programs. 

o KIUC also stated that the commercial programs are an 

integral part of its Commercial Enhanced Energy Services 

offering and Key Accounts program, through which 

solutions to commercial customer's high-energy costs are 

achieved through a mix of DSM-type measures with other 

energy service-type measures, such as power factor 

correction. 

Docket Issue No. 3: For utility-incurred costs, what cost 

recovery mechanism(s) is appropriate (e.g., base rates, fuel 

clause, IRP Clause)? 

Consensus: As it pertains to KIUC, KIUC should be able 

to recover its utility-incurred costs fiom its members and 

customers via cost recovery mechanisms that are deemed 

most appropriate for KIUC's situation and cooperative 

structure. 

Background: As a not-for-profit, member-owned 

cooperative for which the traditional rate base method of 

ratemaking is not applicable, KIUC anticipates working 

with the Commission and the Consumer Advocate at some 

point in the future to determine the most appropriate cost 



recovery mechanism that should apply not only to energy 

efficiency costs, but to all of its costs of operation in 

general. This is a matter that should be decided at the time 

of KIUC7s first rate case or deregulation proceeding, and is 

outside of the context of the subject proceeding. 

Docket Issue No. 4: For utility-incurred costs, what types 

of costs are appropriate for recovery? 

Consensus: As it pertains to KIUC, KIUC should be able 

to recover all of its incurred costs associated with energy 

efficiency programs. 

Backaound: During the meeting, KIUC explained that this 

cost recovery issue seems to involve whether DSM 

program costs should be recovered from the utility's 

ratepayers or instead paid for by the utility's shareholders. 

KIUC explained that this is not applicable to KIUC (i.e., a 

not-for-profit, member-owned cooperative with the 

ratepayers and the shareholders essentially being one and 

the same). In the end, it is our understanding that all parties 

present agreed that KIUC should be allowed to recover its 

costs associated with energy efficiency programs. 

As a side note, during the meeting, we also 

understand that the parties considered whether there should 

be a revenue erosion mechanism and if so, what should this 



mechanism be. For the same reasons as Docket Issue No. 3, 

it is our understanding that the parties present agreed that 

this issue does not apply to a not-for-profit, member-owned 

cooperative such as KIUC. 

Docket Issue No. 5: Whether DSM incentive mechanisms 

are appropriate to encourage the implementation of DSM 

programs, and, if so, what is the appropriate mechanism(s) 

for such DSM incentives? 

Consensus: As it pertains to KIUC, the use of financial 

incentives to facilitate the pursuit of DSM programs are not 

applicable to KIUC. KIUC's ratepayers and shareholders 

are essentially one and the same, and as such, any financial 

incentive charged to the ratepayers to benefit the 

shareholders is essentially a charge that will be returned to 

the ratepayers (aka shareholders). 

In addition, with respect to Docket Issue No. 1 

(Whether energy efficiency goals should be established and 

if so, what the goals should be for the State), it is also 

KIUC's understanding that, during prior discussions 

amongst the parties, an agreement was also reached that 

energy efficiency goals should not be established, as it 

pertains specifically to KIUC. 



Please confirm whether KIUC's understanding of 

the above consensus is correct, as they apply to KIUC. If 

not, please explain why KIUC's understanding is incorrect. 

HSEA REPONSE: 

HSEA stipulates that KIUC's understanding of the 

consensus view is essentially the same as our own. 

Dated: July 14,2006, Honolulu, HI. 

Richard R. Reed, President HSEA 
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